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§704.13

taken up by the future expansion of
services to its members. A corporate
credit union may sell or lease the ex-
cess capacity in facilities, equipment
or services, such as office space, em-
ployees and data processing.

(5) Liquidity and asset and liability
management. Liquidity and asset and li-
ability management services are any
services, functions or activities that
assist the member in liquidity and bal-
ance sheet management. These services
may include liquidity planning and
balance sheet modeling and analysis.

(6) Operational services. Operational
services are services established to de-
liver financial products and services
that enhance member service and pro-
mote safe and sound operations. Oper-
ational services may include tax pay-
ment, electronic fund transfers and
providing coin and currency service.

(7)) Payment systems. Payment sys-
tems are any methods used to facili-
tate the movement of funds for trans-
actional purposes. Payment systems
may include Automated Clearing
House, wire transfer, item processing
and settlement services.

(8) Trustee or custodial services. Trust-
ee services are services in which the
corporate credit union is authorized to
act under a written trust agreement to
the extent permitted under part 724 of
this chapter. Custodial and safekeeping
services are services a corporate credit
union performs on behalf of its member
to act as custodian or safekeeper of in-
vestments.

(b) Procedure for adding services that
are not preapproved. To provide a serv-
ice to its members that is not
preapproved by NCUA:

(1) A federal corporate credit union
must request approval from NCUA. The
request must include a full explanation
and complete documentation of the
service and how the service relates to a
corporate credit union’s authority to
provide services to its members. The
request must be submitted jointly to
the OCCU Director and the Secretary
of the Board. The request will be treat-
ed as a petition to amend §704.12 and
NCUA will request public comment or
otherwise act on the petition within a
reasonable period of time. Before en-
gaging in the formal approval process,
a corporate credit union should seek an
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advisory opinion from NCUA’s Office of
General Counsel as to whether a pro-
posed service is already covered by one
of the authorized categories without
filing a petition to amend the regula-
tion; and

(2) A state-chartered corporate credit
union must submit a request for a
waiver that complies with §704.1(b) to
the OCCU Director.

(c) Prohibition. A corporate credit
union is prohibited from purchasing
loan servicing rights.

[67 FR 65656, Oct. 25, 2002]
§704.13 [Reserved]

§704.14 Representation.

(a) Board representation. The board
will be determined as stipulated in its
bylaws governing election procedures,
provided that:

(1) At least a majority of directors,
including the chair of the board, must
serve on the board as representatives of
member credit unions;

(2) The chair of the board may not
serve simultaneously as an officer, di-
rector, or employee of a credit union
trade association;

(3) A majority of directors may not
serve simultaneously as officers, direc-
tors, or employees of the same credit
union trade association or its affiliates
(not including chapters or other
subunits of a state trade association);

(4) For purposes of meeting the re-
quirements of paragraphs (a)(2) and
(a)(3) of this section, an individual may
not serve as a director or chair of the
board if that individual holds a subor-
dinate employment relationship to an-
other employee who serves as an offi-
cer, director, or employee of a credit
union trade association; and

(5) In the case of a corporate credit
union whose membership is composed
of more than 25 percent non credit
unions, the majority of directors serv-
ing as representatives of member cred-
it unions, including the chair, must be
elected only by member credit unions.

(b) Credit union trade association. As
used in this section, a credit union
trade association includes but is not
limited to, state credit union leagues
and league service corporations and na-
tional credit union trade associations.
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(c) Representatives of organizational
members. (1) An organizational member
of a corporate credit union is a member
that is not a natural person. An organi-
zational member may appoint one of
its members or officials as a represent-
ative to the corporate credit union.
The representative shall be empowered
to attend membership meetings, to
vote, and to stand for election on be-
half of the member. No individual may
serve as the representative of more
than one organizational member in the
same corporate credit union.

(2) Any vacancy on the board of a
corporate credit union caused by a rep-
resentative being unable to complete
his or her term shall be filled by the
board of the corporate credit union ac-
cording to its bylaws governing the
filling of board vacancies.

(d) Recusal provision. (1) No director,
committee member, officer, or em-
ployee of a corporate credit union shall
in any manner, directly or indirectly,
participate in the deliberation upon or
the determination of any question af-
fecting his or her pecuniary interest or
the pecuniary interest of any entity
(other than the corporate credit union)
in which he or she is interested, except
if the matter involves general policy
applicable to all members, such as set-
ting dividend or loan rates or fees for
services.

(2) An individual is “interested” in an
entity if he or she:

(i) Serves as a director, officer, or
employee of the entity;

(ii) Has a business, ownership, or de-
posit relationship with the entity; or

(iii) Has a business, financial, or fa-
milial relationship with an individual
whom he or she knows has a pecuniary
interest in the entity.

(3) In the event of the disqualifica-
tion of any directors, by operation of
paragraph (c)(1) of this section, the re-
maining qualified directors present at
the meeting, if constituting a quorum
with the disqualified directors, may ex-
ercise, by majority vote, all the powers
of the board with respect to the matter
under consideration. Where all of the
directors are disqualified, the matter
must be decided by the members of the
corporate credit union.

(4) In the event of the disqualifica-
tion of any committee member by op-

§704.14, Nt.

eration of paragraph (c)(1) of this sec-
tion, the remaining qualified com-
mittee members, if constituting a
quorum with the disqualified com-
mittee members, may exercise, by ma-
jority vote, all the powers of the com-
mittee with respect to the matter
under consideration. Where all of the
committee members are disqualified,
the matter shall be decided by the
board of directors.

(e) Administration. (1) A corporate
credit union shall be under the direc-
tion and control of its board of direc-
tors. While the board may delegate the
performance of administrative duties,
the board is not relieved of its respon-
sibility for their performance. The
board may employ a chief executive of-
ficer who shall have such authority and
such powers as delegated by the board
to conduct business from day to day.
Such chief executive officer must an-
swer solely to the board of the cor-
porate credit union, and may not be an
employee of a credit union trade asso-
ciation.

(2) The provisions of §701.14 of this
chapter apply to corporate credit
unions, except that where “Regional
Director” is used, read “NCUA Board.”

[62 FR 12938, Mar. 19, 1997, as amended at 67
FR 65657, Oct. 25, 2002]

EFFECTIVE DATE NOTE: At 75 FR 64844, Oct.
20, 2010, §704.14 was amended by revising
paragraph (a), effective Jan. 18, 2011. For the
convenience of the user, the revised text is
set forth as follows:

§704.14 Representation.

(a) Board representation. The board will be
determined as stipulated in its bylaws gov-
erning election procedures, provided that:

(1) At least a majority of directors, includ-
ing the chair of the board, must serve on the
board as representatives of member credit
unions;

(2) On or after February 17, 2011, only indi-
viduals who currently hold the position of
chief executive officer, chief financial offi-
cer, chief operating officer, or treasurer/
manager at a member may seek election or
re-election to the board;

(3) No individual may be elected or ap-
pointed to serve on the board if, after such
election or appointment, the individual
would be a director at more than one cor-
porate credit union;

(4) No individual may be elected or ap-
pointed to serve on the board if, after such
election or appointment, any member of the
corporate credit union would have more than

595



§704.15

one representative on the board of the cor-
porate;

(5) The chair of the board may not serve si-
multaneously as an officer, director, or em-
ployee of a credit union trade association;

(6) A majority of directors may not serve
simultaneously as officers, directors, or em-
ployees of the same credit union trade asso-
ciation or its affiliates (not including chap-
ters or other subunits of a state trade asso-
ciation);

(7) For purposes of meeting the require-
ments of paragraphs (a)(5) and (a)(6) of this
section, an individual may not serve as a di-
rector or chair of the board if that individual
holds a subordinate employment relation-
ship to another employee who serves as an
officer, director, or employee of a credit
union trade association;

(8) In the case of a corporate credit union
whose membership is composed of more than
25 percent non credit unions, the majority of
directors serving as representatives of mem-
ber credit unions, including the chair, must
be elected only by member credit unions, and

(9) After October 21, 2013, at least a major-
ity of directors of every corporate credit
union, including the chair of the board, must
serve on the board as representatives of nat-
ural person credit union members.

* * * * *

§704.15 Audit requirements.

(a) External audit. The corporate cred-
it union supervisory committee shall
cause an annual opinion audit of the fi-
nancial statements to be made. The
audit must be performed in accordance
with generally accepted auditing
standards and the audited financial
statements must be prepared con-
sistent with GAAP, except where law
or regulation has provided for a depar-
ture from GAAP. The supervisory com-
mittee shall submit the audit report to
the board of directors. A copy of the
audit report, and copies of all commu-
nications that are provided to the cor-
porate credit union by the external
auditor, shall be submitted to the
OCCU Director within 30 calendar days
after receipt by the board of directors.
If requested by the OCCU Director, the
external auditor’s workpapers shall be
made available, at the auditor’s office
or elsewhere, for the OCCU Director’s
review. The corporate credit union
shall submit a summary of the audit
report to the membership at the next
annual meeting.
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(b) Internal audit. A corporate credit
union with average daily assets in ex-
cess of $400 million for the preceding
calendar year, or as ordered by the
OCCU Director, must employ or con-
tract, on a full- or part-time basis, the
services of an internal auditor. The in-
ternal auditor’s responsibilities will, at
a minimum, comply with the Stand-
ards and Professional Practices of In-
ternal Auditing, as established by the
Institute of Internal Auditors. The in-
ternal auditor will report directly to
the chair of the corporate credit
union’s supervisory committee, who
may delegate supervision of the inter-
nal auditor’s daily activities to the
chief executive officer of the corporate
credit union. The internal auditor’s re-
ports, findings, and recommendations
will be in writing and presented to the
supervisory committee no less than
quarterly, and will be provided upon re-
quest to the external auditor and the
OCCU Director.

[62 FR 12938, Mar. 19, 1997, as amended at 67
FR 65659, Oct. 25, 2002]

§704.16 Contracts/written agreements.

Services, facilities, personnel, or
equipment shared with any party shall
be supported by a written contract,
with the duties and responsibilities of
each party specified and the allocation
of service fee/expenses fully supported
and documented.

§704.17 State-chartered
credit unions.

(a) This part does not expand the
powers and authorities of any state-
chartered corporate credit union, be-
yond those powers and authorities pro-
vided under the laws of the state in
which it was chartered.

(b) A state-chartered corporate credit
union that is not insured by the
NCUSIF, but that receives funds from
federally insured credit unions, is con-
sidered an “institution-affiliated party”
within the meaning of Section 206(r) of
the Federal Credit Union Act, 12 U.S.C.
1786(r).

(c) NCUA will notify, consult with,
and provide explanation to the appro-
priate state supervisory authority be-
fore taking administrative action
against a state-chartered corporate
credit union.

corporate
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